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USD/JPY exchange rate.

How to observe short term supply and demand conditions of

Future positions of USD/JPY forex rate traded in Chicago Mercantile Exchange (CME) in
US, can be used as a reference. Currently, JPY long position has reached a high level. JPY

is likely to weaken once this position starts to wind down.

B CME in US is well known as a futures exchange

and it discloses number of contracts of traded
currency futures on a weekly basis. Many of the
market participants use these information to
conjecture speculative positions of players such as
hedge funds.

Currently, future positions of USD/JPY forex rate
is extremely skewed to JPY long position
compared to historical trend. It appears that
speculators’ views on USD/JPY forex rate are
biased to stronger JPY against USD.

B We believe that such a bias was created by

(i) retreat of expectation on BOJ’'s accommodative
monetary policy and US interest rate hike and
(i) caution towards the risk of Mr. Trump,
candidate of the Republican Party, becoming
President of the US.

JPY is likely to weaken once investors start to
offset their long positions triggered by an event.
Triggers can possibly be events such as (i) change
in monetary policy of Japan or US or (ii) the end
of US presidential election 2016.

"USD/JPY Exchange Rate and its Future Positions"
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(Note) Long position is numbers of forward contract of purchase (Non- Commercial)
traded in Chicago Mercantile Exchange (CME) and Short position is that of sales
traded at CME. Net position is a differnce of the two forward contracts. Data period
is from 14th September 2010 to 30th August 2016 (Weekly basis) . USD/JPY
Exchange Rate is shown in inverse scale.

(Source) SMAM, based on Bloomberg L.P. data.
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Please read this disclaimer carefully.

@ This material is for non-Japanese institutional investors only.

® The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are
intended to introduce or demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management Company,
Ltd. (hereinafter “SMAM”), or to provide information on investment strategies and opportunities. Therefore this
material is not intended to offer or solicit investments, provide investment advice or service, or to be considered
as disclosure documents under the Financial Instruments and Exchange Law of Japan.

® The expected returns or risks in this report are calculated based upon historical data and/or estimated upon the
economic outlook at present, and should be construed no warrant of future returns and risks.

@ Past performance is not necessarily indicative of future results.

@ The simulated data or returns in this report besides the fund historical returns do not include/reflect any
investment management fees, transaction costs, or re-balancing costs, etc.

@ The investment products or strategies do not guarantee future results nor guarantee the principal of investments.
The investments may suffer losses and the results of investments, including such losses, belong to the client.

@ The recipient of this report must make its own independent decisions regarding investments.

@ The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute
SMAM’s judgment as of the date of this material and are subject to change without notice.

@ The awards included in this report are based on past achievements and do not guarantee future results.

@ The intellectual property and all rights of the benchmarks/indices belong to the publisher and the authorized
entities/individuals.

@ This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM can
not and does not guarantee its completeness or accuracy.

e All rights, titles and interests in this material and any content contained herein are the exclusive properties of
SMAM, except as otherwise stated. It is strictly prohibited from using this material for investments,
reproducing/copying this material without SMAM’s authorization, or from disclosing this material to a third party.
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